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FINANCE MINISTER VIEWS 1981 ECONOMIC POLICY 





DWO21215 Duesseldorf HANDELSBLATT in German 31 Dec 80 p 4 
[Article by Federal Finance Minister Hans Matthoefer] 


[Text] Duesseldorf, 30 Dec--Now that the election campaign is over, an objective line 
increasingly has been gaining ground in economic policy discussion during the past 

several weeks. The economic research institutes and tile council of experts have 
contributed to that development. However, the Bundestag debate on the chancellor's govern- 
mentment statement made it clear that the assessment of our present situation indeed is 

not always unanimous but that the recommendations derived from it for finance policy 

remain controversial. 


The German economy has recognized the challenges which we are facing in the form of changed 
energy prices. The decrease in oil consumption in absolute terms shows that farsighted 
demands in the fields of energy saving processes and heat preserving construction tech- 
nologies, and an increasingly responsible use of the available energy, have had their 
effect. But the fact that the price which we must pay for our quantitatively decreasing 
oil imports has doubled since 1978 goes to show how important it is to score even more 
progress in this sector. 


What is particularly important in traveling the road ahead is the realization that we 

are not up against a "classical" cyclic decline which might primarily be attributable 

to a decrease in overall economic demand. We must not lose sight of this fact--rather it 
must be reflected by what we plan to start doing in finance policy in order to safeguard 
a high employment level, attain an appropriate economic growth rate and achieve a 

foreign trade balance, thus doing what critical observers might reasonably expect. 


In 1979, for the first time in many years, we incurred a deficit in our overall trade 
balance, a deficit which increased considerably in 1980. This development in particular 
is what makes our present situation different from that of past years. Oil price hikes 
are the essential cause of the negative development of our overall trade balance, with 
other factors playing a role as well, such as clearly increased tourist spending abroad 
and a growth in transfers to the European Community. 


Despite the continuing lead in the stability of the German mark, the decrease in the 
Federal Republic's traditional surplus position exerts influence on exchange rates. 
Problems of financing the balance of payments have an effect on interest rate develop- 
ments and on the monetary and credit policy of the Federal Bank. The fact that we have 
to pay mere money to foreign countries for less important energy also means a correspond- 
ing lower internal demand. 


The Federal Government is awave of the difficulties inherent in such a development. It 
does not dodge responsibility for overall economic developments, and by its decisions 
on budget and tax policy on 16 and 17 December has made allowances for the diversified 
requirements of the problems in economic policy. 





Today, earlier decisions of the government coalition prove helpful: the tax reductions 
which will take effect on new years have been properly timed. Under the tax-reduction 

bill to take effect in 1981, the Federal Government, the laender and the communities next 
year will draw DMi2 billion less from the private sector, of which DM10 billion will 

remain as extra purchasing power after reduction of the increases in the consumption taxes. 





The remainder to be financed of DM27.5 billion for the 1981 budge. “ill be about the 
same as it was last year. Even the experts believe that such an aount reflects a 
remarkable cyclic impulse. It is in line with the requirements of economic development 


policy. 
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It would be wrong to believe, however, that in the present situation the decisive economic 
policy instruments commanding the foreground should consist of as great a budgetary 
deficit as possible on the part of the different governmental levels, or additional 
economic development programs. Above everything else it must be important for us to try, 
also through use of funds from the public budgets, to have the German national economy 
adapt to the changed energy situation on the basis of brisk investment activities; 

to have the requirements for important energy limited as closely as possible; and to 
further improve the German economy's competitive capability through a high technological 
performance level. Thus we can and must contribute toward the gradual reduction of the 
present deficit in the overall trade balance. Then the foreign trade preconditions affect- 
ing the interest rate policy wil] again change and the forces governing the internal value 
of the German mark will again prevail with respect to the exchange rate. 


No Subsidies for Energy Consumption 


Subsidies which impede rather than promote structural change must be cut down. This holds 
true particularly for measures which even subsidize energy consumption. In this field the 
Federal Government has submitted proposals in the form of the bill on reducing siibsidies. 
The increase in the oil tax must be viewed in this context as well. 


For a finance policy in our federal state adapted to the overall economic requirements, 
it is highly significant that the Federal Government, the laender and the communities 
pull on the same rope, in the same direction and jointly live up to their responsibility 
for the overall economy. 


The question arises quite often whether the public budgets are flexible enough for such 

a task. Criticism has been voiced, accusing the public budgets of having displayed even 

a pro-cyclic attitude rather than acting duly in line with overall economic requirements. 

A glance at the development of the public budgets of the past several years refutes 

such charges against the financial policy of the Federal Government. Since the end of 
1978, the Federal Government, the laender and the communities agreed in the financial 
planning council on restraint in spending, for reasons of economic development and financial 
policies. 


In the years since 1978, the Federal Government has consistenly abided by this agreement: 
it cut its growth in expenditures from 10 percent in 1978, to 7.2 percent in 1979, 

to an estimated 6 percent this year and 4.3 percent next year. In contrast the increase 
in expenditures by the laender was 8.6 percent in 1978, remained unchanged at 8.6 percent 
in 1979; and while a decrease in the growth rate to 7.1 percent was planned in the laender 
budgets for 1980, the growth rate of spending by the laender as a whole will come to about 
9.5 percent. The communities increased their expenditure growth from 8.4 percent in 

1°78 to 9.2 percent in 1979, and in 1980 they will probably be above the laender growth 
rate in spending. 


Thus, the efforts of the other territorial units to abide by the accords reached in the 
financial planning council were less successful on the whole than the efforts of the 
Federal Government. The Federal Government continues to adhere to this line. For the 
1981 budgets we agreed with the laender and the communities in the financial planning 
council that the increase in 1981 spending should not exceed the target figure by 4 
percent to prevent new borrowing from exceeding the amount of 1980. 


This is why, under the 1981 draft budget, decreases in tax revenues essentially will be 
balanced by savings in expenditures so that the planned net borrowing will remain 
unchanged. The increase in the consumption tax for oil and spirits, which had been 
announced by the Federal Government already in connection with the Curopean Community 
finance compromise of 4 Juné 1980, are inevitable indeed because of the enormous increase 
in the external burdens on the budget. 
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Despite ail protests by the pressure groups, the increase in oil taxation is sensible 
indeed, also as related to energy policy. Energy saving consumption and production 
structures can be stimulated only via price hikes. If we manage to create a situation 
where our industry leads in the manufacture of automobiles with lower fuel consumption, 
this will benefit not only the motorists but also our exports. 


In keeping with the recommendations of the financial planning council for the 1981 
budgets, the laender, too, made an effort to limit the growth of spending: under present 
plans, expenditures by the laender as a whole will increase just about 5 percent over the 
target figure, the financing deficit being DM21 billion. In this connection, it is 
necessary, however, to keep in mind that in 1980 the planned amount was exceeded by about 
DMS billion, and the 1980 financing defic t, amounting to DM23.5 billion, probably will 
be greater than planned. On this, considerably increased basis the growth in spending by 
the laender by their own estimates will amount to a mere 2 percent in 1981. 


Financing Deficit of the Communities Grows 


After the extraordinary increases this year, we anticipate a clear decrease in the growth 
rate of expenditure for the communities in 1981, especially with respect to investment 
spending. Nevertheless, the financing deficit will increase from DM4 billion this 

year to about DM7.5 billion in 1981. Since in all probability part of it will be 
covered by the reserves accumulated in the past several years, the net borrowing by the 
communities in 1981 will exceed the past year's amount by DM1 to DM1.5 billion. With 
such a budget policy the laencer and communities tend to act in line with the recom 
mendations of the financial planning council. 


On the whole, the public budgets appear to be in keeping with foreseeable overall 
economic requirements in 1981. By a steady development of spending, the public budgets 
contribute to the support of economic development. Foresighted, well-timed tax reductions 
produce necessary economic development impulses. Changes in the structure of public 
spending contribute to overall economic structural changes. The coordination of the 
credit requirements with the overall economic requirements leaves the required leeway 

on the capital markets for private investment requirements. The Federal Government will 
limit its budget deficit to the same as last year's. On the whole, it seems to me quite 
realistic indeed that next year, too, private investments can play their significant 

role for economic growth and for coping with structural change. 


PRESS COMMENTS ON BONN COALITION PROBLEMS 





DWO51206 Cologne Deutschlandfunk Network in German to East and West Germany 0605 GMT 
5 Jan 81 


{Press review on FRG Government coalition problems] 


[Text] KIELER NACHRICHTEN comments on the so-called strategy paper of the Social 
Democrats which expresses discontent with coalition agreements negotiated with the 

Free Democrats: Basically, it does not matter at all whether this is a secret paper 

or a staff paper because the discontent reportedly mentioned in that “nonexistent paper” 
has not been contested for a long time. The Social Democrats, as members of the 
largest government party, feel themselves largely overruled by the smaller coalition 
partner. How else could it be understood that Willy Brandt was hailed by his faction 
in the discussion on the government statement by the chancellor a few weeks ago because 
he had strongly worked out the Social Democratic position. Herbert Wehner's remark was 
full of irritation when the mentioned that the coalition talks as a whole does not 
constitute a dogma. Moreover, did not FDP Chairman Genscher take up this point when he 
more or lees warned against constantly nagging about the social-liberal agreements? 





ALLGEMEINE ZEITUNG of Mainz points out: One ought to rule and not lament, said FDP 
Chief Genscher to his coalition partners in Bonn on the eve of the new year. He must 
have had good reason to give the SPD such advice in entering the difficult year of 1981. 
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The liberal vice chancellor thought he ought to add that an end must be made to the 
attempts to correct the election decision in favor of the center, correct it without 
asking the voters. Even if this ominous strategy paper, whose alleged authors are said to 
be Matthoefer and Wischnewski is really nothing but an aide's theoretical elaboration, it 
still clearly indicates the irritation of the SPD Bundestag faction over the chancellor and 
his coalition compromises. 


The Duesseldorf RHEINISCHE POST stresses: What is important is that such a paper--or two of 
them--exists at all and that it is authored by Social Democrats. And what makes it even 
more important politically is that everybody considers the SPD's irritation comprehensible 
and, therefore, is not surprised by correspondingly phrased displeasure. This reflects the 
climate which may well develop into an immensely strong force of its own. The SPD and the 
FDP are not yet looking for a cause giving them the opportunity to separate. They will 
rather endeavor to have the coalition survive throughout the term. But it seems that they 
will have to muster considerable strength to make this effort successful. 


MANNHEIMER MOREGEN declares: Actually, it is inconceivable that Hans Matthoefer, the finance 
minister with ambitions for the chancellorship,would criticize in a strategy paper the very 
field of the coalition agreements with the FDP in which he responsibly shared. To this 
extent, the SPD denial of the existence of such a paper seems to be credible. Yet this does 
not rule out the possibility that the assessments contained in that paper do prevail in 

the SPD. It is an open secret that notably the leftwing of the Bundestag faction cannot 
really cotton to the Scimidt-Genscher government program. 


LUDWIGSHAFEN RHEINPFALZ notes: The SPD floor leader predicted even prior to the adoption 
of the 1981 budget by the cabinet that some obscure, additional amendments [to the coali- 
tion agreements] were probable. By his resignation from the post of chairman of the SPD 
commission, which has now become known, Wehner's hint at that time about potential 
corrections insocial affrirs policy gains particular weight. 


Bielefeld's WESTFALENSLATT states: If a fighter like Wehner hands back the party's mandate 
for the preparation of a program of sociopolitical principles, then this allows the con- 
clusion that there is more than just serious differences with the chancellor. Quite 
obviously the coalition agreements with the Free Democrats harbor an explosive charge in 
matters of social policy which is much more dangerous than was originally assumed. To 
Wehner who, like Brandt, liked to talk about the SPD's reform policy, stagnation and 
resignation in this question are bound to be doubly painful. 


SCHMIDT REPORTEDLY PLANS ARMS SUPPLY TO SAUDIS 





DWO51305 Hamburg DER SPIEGEL in German 5 Jan 81 pp 19-22 
(Unattributed article] 


[Excerpt] Helmut Schmidt wants to sell German arms to Saudi Arabia. What the Arabs most 
urgently want is the Leopard II battle tank. The chancellor is running the risk of a 
scandal in foreign policy and renewed trouble with his own party. The export violates 
the Bonn principle of not supplying arms to areas of tension. 


The king from the east showed understanding for the German chancellor. When Saudi Arabian 
ruler Khalid ibn ‘Abd al-‘Aziz paid an official visit to Sonn last June, Helmut Schmidt 
asked the guest in a private talk to be patient in his desire for German arms--until 
after 5 October, the date of the Bundestag elections. 


King Khalid indeed appreciated his host's suggestion since he realized what an explosive 
force the topic of arms exports harbored for the German. Actually, the request for a little 
patience was sore than he had expected. 
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Until then, the Bonn people flatly had turned down the desire of the oil billionaires 

from the gulf for the worldwide renown products of the German arms industry, a desire which 
had been advanced quite often. The justification was that it is incompatible with a 
balanced Middle East policy if the Federal Republic delivers arms to any Arab country in 

a latent state of war with Israel. Such a deal would be tantamount to insulting Israel. 


The Saudis called on the chancellor's office again soon after 5 October and drew attention 
to the discussion with the king. Without delay, in mid-November, Foreign Minister Sau'd 
al-Faysal was granted an audience with the German head of government, who was inundated 
with appointments, a day before the latter's trip to the United States. 


Schmidt at first joked about the export topics in which the Saudis were so keenly 
interested: He said he found that Riyadh has a weakness for France, especially for French 
arms. 


Al-Faysal gladly took up the subject. He would like only too well to buy German arms 
immediately, he had the greatest respect for West German quality work. The Saudi asked: 
"Can you deliver?" 


The chancellor: But in that case the French and British would be quite jealous. 


Then Helmut Schmidt became serious. There are, he said, strong political forces in the 
government parties as well as in the opposition who take a dim view of arms deliveries by 
the Federal Republic to areas of tension. 


Al-Faysal countered with an argument that had impressed the chancellor during King Khalid's 
visit: The security of Saudi Arabian oil wells is most important, not only for his own 
country but also, and to the same degree, for Europe. These resources, which are vital to 
the industrial states, have been threatened, however, since the invastion of Afghanistan 
by the Soviets. The invasion drastically has changed the sicuation in the gulf. It is time 
to stop looking only at the Israeli-Arab conflict. That front becomes secondary in view 

of the new danger. 


Al-Faysal mapped out a dark picture of the Soviet encirclement strategy in the Middle East. 
They settled down years ago in Ethiopia and South Yemen; the Kremlin recently signed a 
treaty with Syria, he said. 


All this clearly indicates that Saudi Arabia needs arms urgent'y to be able to defend itself 
effectively against encirclement. The Federal Republic, which .najoys the direct use of Saudi 
oil, must help. 


The chancellor realized what Al-Faysal meant: His country wants to have all kinds of 
West German arms, small and heavy arms, Heckler and Koch submachine guns and, most of all, 
the Leopard II combat tank equipped with a 120 am smooth-bore gun. 


The Saudis offer in return “far-reaching economic and financial cooperation.” They offer 
long-term cred{t« at low interest rates. They promise to buy chemical and steel industry 
installations tw offset the oil bills which otherwise would have to be paid for with 

foreign currency. And they offer direct financial partnership to German industrial firms. 


The Arab noted with satisfaction that he had convinced the chancellor with his report on 
the situation. The arguments are obvious, said Schmidt. But he pointed out difficulties 
which still have te be overcome. 


Regardless of how much the chancellor foresees the domestic and foreign policy storm that 
would be caused by Bonn's arms exports to the notorious crisis area of the Middle East 
and regardless of how much he himself has shared the political and moral reservations 
against such deals, it seems inevitable that current policy be reexamined. 
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The last government spokesman, Klaus Boelling, always said: “In matters of arms exports, 
Helmut Schmidt thinks like a Juso jyoung socialist]." But now he knows that “the matter 
is »eing reconsidered.” 


The final decision avout the business with the Saudis must be made by the Federal Security 
Council in the new year. The council consists, in addition to the chancellor, of the most 
important cabinet members. 


After the meeting with Khalid, Schmidt informed SPD Chairman Willy Brandt and faction 
chairman Herbert Wehner about the results of his thinking. Both warned against it, 
predicting resistance in the party and in parliament. 


FDP partner Hans-Dietrich Genscher was careful not to announce any opinion when the govern- 
meuc chief acquainted him with his thoughts when telling him about the discussion with the 
Saudi kim;. High Foreign Ministry officials know that the liberal politician was puzzled 
by Schmidt's having already become so involved with the Saudis. A Genscher aide said 

that “the chancellor has committed himself"--which is a most risky enterprise for the more 
than careful foreign minister who is not so easily tied down, an enterprise he believes 

to be hardly workable. 


Genscher fears that either there will be an enormous quarrel among the Social Democrats, 
as was the case when the planned export of submarines to Chile leaked out, because the 
chancellor had once again ignored the resistance in his own party, or Schmidt will be 
forced by the SPD into a retraction. But then he would thoroughly irritate the Arabs; 
they would see him as a man whose word cannot be trusted. 


The Saudis wart to intensify the development of their own defenses following the 
Afghanistan invasion, in particular because they do not assess very highly the American 
guarantees for the Gulf. The chancellor's friend, Boelling, said: "They consider us very 
important discussion partners, rating us higher than the United States,” adding that “they 
want to be shown evidence of love.” 


Genscher believes that Schmidt ought to get out of his awkward situation by himself. 
Genscher aides say that the foreign minister is not prepared to “pull the chestnuts out 
of the fire for him"--last but not least because the °DP chairman is not certain whether 
his own people will cooperate in the arms deal. 


Cfficial Comments on Arms Sales 
LDO51644 Hamburg DIA in German 1503 GMT 5 Jan 81 


[Excerpts] Bonn, 5 Jan (DPA)--According to Federal Government Spokesman Kurt Becker there 

are no “concrete” wishes on the part of Saudi Arabia for supplies of the German Leopard II 

battle tank and other weapons. He told a federal press conference today, however, that the 

Saudis are interested in supplies of German weapons. “Feelers” had been put out. However, 
the Saudi interest in German weapons is nothing new and has existed for a long time. 


Becker refused to comment "in detail" on a relevant report in DER SPIEGEL. 


Becker also refused to give details of Chan -llor Schmidt's meeting with Saudi representa- 
tives. “I cannot do that,” he said. He said that since there have been no specific 
inqv‘ries from the Saudis, and since there are no agreements, there is no cause to 
in..oduce the checking procedure in accordance with the law on the control of foreign trade 
and military weapons, the sale of which must be approved by the Federal Security Council. 
This procedure would be required for a possible sale of Leopard tanks to the Saudis. It 
only makes sense to make 4 political decision with regard to concrete inquires, Becker 
said. 


He also stressed that the Cabinet decision of 1971, according to which the export of German 
arms outside NATO is to be “basically discouraged,” and which bans their export into 
“areas of tension,” still applies. 
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COMMENTARY ON ECONOMIC RELATIONS WITH SAUDI ARABIA 





DWO61041 Frankfurt FRANKFURTER RUNDSCHAU in German 6 Jan 81 p 5 
[Commentary signed JK: “Considerable Advance Contributions”) 


[Text] SPIEGEL reports in its recent issue that the chancellor promised to supply Saudi 
Arabia with the combat tank Leopard II. The Arabs offered in return “far-reaching 
economic-financial cooperation.” 


This formulation--aside from the political explosiveness of this alleged deal—dust 

confuse the economic observer because it creates the impression that economic relations 
between both countries are not too great at the moment. A glance at unerring statistics, 
however, nourished the assumption that the Saudis have made contributions in advance rather 
than having to or being able to offer something in return for German arms. 


Since the spring of 1980, their oil supplies suddenly have increased. The share of Saudi 
oil in German supplies jumped from some 17 percent to 25 and in November, it even reached 
29 percent. According to all available material, thi. cuota is likely to continue in the 
next months, amounting to a monthly supply of more than 2 million tons of crude oil of a 
total import of about 8 million tons from all countries. 


It is agreed that in this field Saudi Arabia is in a position to determine at any time the 
final consumer of its raw material, so that Riyadh must be politically interested in the 
mentioned increase of shipments to the Federal Republic. The assumption that considerable 
advance contributions have deen made by the Saudis is supported by the fact that a large 
part of about DM15 billion foreign credits to offset the German foreign trade balance last 
year have come from the almost inexhaustible financial resources at the Persian Gulf. 


The economic background of the disclosed arms deal must be viewed in the aspect as to 
whether Saudi Arabia will continue to be such a willing oil supplier and financier. A 
further increase of oil imports from this country seems inopportune due to the distribution 
of risks, aside from the fact that technical necessities prevent the unlimited use of this 
oil in German refineries. 


Regarding the other direction of economic cooperation, namely exports to the Middle East, 
the German side can hardly hope fcr any spectacular increa** rates because of the strong 
expansion in the past. Since 1975--since the time when the oil dollar-soaked order boom 
svept into the country--German exports to Saudi Arabia have increased more than threefold. 
Last year, they amounted <:o clearly more than DM4 billion. Measured by that volume, the 
export gains for “Leo” look modest. It is rather puzzling how this tank should touch off 
even more Saudi orders for a market whose ability to handle them could hardly be extended. 


IMPLEMENTATION OF MISSILE DECISION DISCUSSED 





DWO50906 Cologne Westdeutscher Rundfunk Network in German 1805 GMT 2 Jan 81 


["Excerpts” from reporter Gruendler commentary] 


[Text] That Genscher now insists so clearly on adherence to NATO's decision to close the 
arms gap is probably because he wants to prepare the public for the facr that the Federal 
Government may have to risk taking independent action if need be. The foreign minister is 
in accord with the chancellor here. Schmidt's international credibility has depended for 

a long time now on the implementation of the missile decision. His party will eventually 
follow him, although reluctantly. However, the chancellor will have to face tough domestic 
political discussions. 
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GISCARD: NO CABINET CHANCES BEFORE ELECTIONS 





LDO21128 Paris Domestic Service in French 1000 GT 2 Jan 81 


[Text] The government will remin without any alterations in its composition until the 
presidential elections, the president clearly stated just now when receiving the members 
of the government for the traditional new year ceremony. In the 4 months left. Valery 
Giscard d'Estaing said, I ask you to make it a point of honor to fulfill the promises 
made. The president of the republic congratualted his ministers for their mutual under- 
standing. 


For his part, Mr Barre, speaking about the presidential elections, expressed the wish that 
the work which started at the beginning of the 7-year [presidential] term will continue 
in 1961. 


GISCARD COMMENTS ON WORLD SCENE, AFRICA POLICY 





LD060937 Paris LE MONDE in French 4-5 Jan 81 p 4 


[Excerpts] The Elysee new year greetings ceremony ended on Friday, 2 January with the 
presentation of the diplomatic corps’ greetings. 


The president of the republic stated in particular: 


“During the past year there have been few regions in the world in which conflicts have 
been settled, threats dissipated, rivalries reduced, aspirations to greater justice and 
well-being met and in which peoples heave not been anxious about their .uture. In addition 
to this there have been new reasons for anxiety. 


“These situations and these anxieties jeopardize the progress made in previous years 
toward mutual understanding and confidence. It can be observed that this had the result, 
which we predicted, of bringing security concerns to the fore, with the fear of an exten- 
sion of the conflicts and the threat of the resumption of the arms race. 


“Thus, as this new year begins, the question facing our governments is the following: 


“after a period of international relations characterized by the search for dialogue and 
cooperation which the policy of detente illustrated, are we going to enter a new phase 
in which relations among states will be more bitter and in which ambitions, egotistical 
interests, distrust or fear will eventually prevail’ 


"Will we, in the coming year and the following ones, resign ourselves to this fate, morose 
and resigned as if it were historical fate, as always finding good reasons for describing 
as inevitable what, after all, depends on the ability and will of the world leaders?’ 


"Wo, that will mot be our attitude! We will not allow ourselves to be drawn onto that 
slippery slope. France will tirelessly continue its action for peace and security.” 


According to the head of state this presupposes “that the decerioration in the inter- 
national climate be eliminated and avoided by appropriate gestures and initiatives.” 
“Consultations must be started quickly,” he continued, “to eliminate the causes of the 
economic chaos which is engendering unemployment in the industrializr . countries and 
plunging most of the developing countries into poverty: 


“The repeated oil price increase, whatever the effort to reduce consumption effectively 
made by the consumer countries; 


"The aberrant changes in interest rates which lead to abrupt and unjustified changes in 
currency values and divert competition from its normal search for economic efficiency.” 
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The president of the republic ended dy naming three objectives which the international 
community should, in his view, have for 1961: 


“Ending conflict and restorivg the balance and peace to which the peoples of the Near East, 
Southwest and Southeast Asia and Southern Africa aspire; 


“Promoting arms limitation paving the way for a fairer balance and greater security; 
“Ensuring respect for man's freedom which is all too often flouted.” 
France and French-Speaking Africa 


Previously the head of state had received the representatives of the countries which have 
concluded special agreements with France and which are, essentially, the French-speaking 
African countries. “There is no more serious crime against Africa than to undermine its 
security,” he said. “France, which has fulfilled and will always continue to fulfill its 
pledges, withdrew the forces it had sent and maintained in Chad at the request of that 
country’s government when the Lagow agreement demanded the withdrawal of all foreign 
forces. France is therefore in a good position to assert that no effort must be spared 

to restore a peaceful climate to that country and prevent the intrusion of new heg«soniens. 


“France, which is not interfering in that country’s internal affairs, velcomes the patient 
and persistent contribution being made by some countries to establishing peace in Chad. 
France, like you, wants the Chadian people's friendship.” Our country, Mr Giscard d'Estaing 
added, “has a natural vocation to support states which seek such support in order to 
contribute to their security.” 


CFDT DELEGATE REPORTS ON VISIT TO POLAND 





LDO51549 Paris LE MONDE in French 2 Jan 81 p 3 
[Joanine Roy report: "Mr Walesa To Visit Prance In March"] 


[Text] A CGT delegation--former WFTU Secretary General Pierre Gensous, Joannes Calland and 
Gerard Gaume, all three of whom are confederation secretaries--will visit Poland ca Monday, 
5 January at the invitation of the Solidarity trade unions and the Sector Trade Unions 
Liaison Committee, the CGT announced on 31 December just as the CFDT delegation was 
returning from Warsaw. 


The CFDT's announcement of Mr Walesa's visit to Paris in March has been favorably welcomed 
by the French trade union movement. The CGT will give its decision on a possible meeting 
with the Polish trade union leader in France when its delegation returns from Warsav. 


Solidarity has become the third biggest force in Poland after the state and the church. 
There is no dowbt that it is even more 4 mass movement than an organization which has so far 
been unable to establish ite structure. Mr Walesa and his friends are certainly not haunted 
by the threat of a Soviet intervention. They talk ironically about the concern shown by 
the fraternal heighbors but rule out any possibility of failure. They are very confident 

in their ability to ensure that the path laid down is pursued without hitches other than 
Poland's internal economic and social difficulties. These are the convictions which the 
CFDT delegation (Edmond Maire, Jacques Chereque and Raymond Juin) have brought back from 

a 48-hour visit to Warsaw and Gdansk (note 1: the CFDT delegation had taiks wir’: Solidarity 
leaders Mr Walesa and aleo Bogdan Lis, Andrzej Gwiarda and Bronislaw Geremek). 


As he left the aircraft at Orly on 31 December Mr Maire expressed satisfaction to the 

press at the success of a meeting “which was intended to contribute to psychological 

detente and to the consolidation of Solidarity and the processes which show that it is 
possible for an independent trade union to exist and play a very positive role in the 
people's democracies. There is a common inspiration,” Mr Maire said, “behind the emergence 
of Solidarity and the CFDT's approach to rebuilding trade unionism to counter the deviations 


it has experienced.” 
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The communique expressed these convergences: “common desire to see the workers take 
responsibility for their individual and collective future in a self-managing approach; 
attachment to the trade union movement's independence; and conditions for implementing 
econe~'c reforms which serve the greatest number aimed at a society which respects besic 
freec " “Those <ommon desires are a strong incentive for opening up new prospects for 
trade 1 relations between workers in different countries,” Mr Maire said. 


Interna. *id 


After express satisfaction at the welcome he was given by Mr Walesa and the Solidarity 
trade unions, hb. Maire stressed that he had finally been granted an entry visa without 
conditions. it was granted after Solidarity approached the Polish authorities (note 2: 
nonetheless it was at their request that the leaders of the two old sector trade unions 
had talks with Mr Chereque and Mr Juin). Mr Walesa is, therefore, now free to invite 
anybody he wishes and he has no doubts that he can move around as he wishes. He was 
therefore anxious to fix the date for his visit to France at the CFDT’s invitation. It 
will take place in the last third of March 1981. 


The confidence in the future which characterizes Solidarity is accompanied by a grassroots 
mobilization which has not been reduced, Mr Maire ncted. For instance he cited the 
discussions which are continuing on the "4 Saturdays.” In other words having Saturday as 
a holiday each week, a provision which was included in the fall agreements and which the 
government decided not to implement owing to economic problems. This proves, Mr Walesa 
said in this connection, that the authorities “have not yet fully accepted the existence 
of an independent trade union,” to whom it is also refusing to communicate ece-omic 
figures. The trade unions, the Polish leader also pointed out, have not yet awaken to 
their new strength because when a government decision displeases them, there is immediate 
talks of a general strike whereas suitable procedures ought to be found. 


One result of the ChDT's visit is agreemeit on the aid to be given to Solidarity “while 
fully respecting its options.” The CFDT will continue to give it equipment (the 3.5 ton 
truck sent by the CFDT reached its destination on 24 December). "We will also demonstrate 
the running of a democratic trade union, the mechanism of collective agreements and so 
forth. We will also train training officers [formateurs] for the members.” 


Links will be established between the CFDT, Sohyo, the main Japanese trade union, and the 
three united Italian trade union confedecations so that they do not duplicate their 
efforts but make an effective contribuiion to Solidarity's consolidation. 


Solidarity has so far been unable to establish its structures owing to the urgency of the 
problems to be solved, Mr Maire said, and is being assailed by the demands of workers who 
hitherto had nobody to turn to about problems related to housing, health, food and so 
forth. 


[Question] Are there still political prisoners whose situation is worrying? 


Mr Maire anewered cav*iously: “There are urgent problems connected with the question of 
freedom. However fo the sake of efficacy, Solidarity must carry out its action in the 
way it intends.” 
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PINTO BALSEMAO PRESENTS CABINET LIST TO EANES 





LDO52206 Lisbon Domestic Service in Portuguese 1930 CMT 5 Jan 81 


[Excerpts] At Belem Palace this morsing Prime Minister-designate Francisco Pinto Balsemao 
had a meeting with the president of the republic, during which he presented the list of his 
ministerial tean. 


Afterwards th> prime minister-designate told reporters: 


[Begin recording] The president of the republic is now in possession of the cabinet list. 
Unless he raises any objections to the minieteri-] nominations, and I do not think he will, 
the government will be sworn in before the end of the week, in principle this coming 

Friday morning. The swearing in of the secretaries of state will follow next week. After 
this, the government will begin functioning normally and will swbmit its program to the 
Assembly of the Republic within the constitutionally established deadline. [end recording] 


President Ramalho Eanes, who was going through the cabinet list presented b,; Pinto Balsemao, 
was expected to call the prime minister-designate to Belem Palace again tonight to tell hia 
whether the president of the republic accepts the cabinet nominations. 


The program of the sevonth constitutional government is still in the process of being 
compiled and, as Pinto Balsemao himself said, will be based on the program of the Democratic 
Alliance. He said the main aims of his government will be: 


[Begin recording] To release the civilian suciety from the bonds of the state and to tdost 
Portugal's production. [end recording] 


Pinto Balsemao described the new internal administration minister as very competent, and 
confirmed that Henriques Cranadeiro, the former ead of Ramalho Eanes’ civil household, 
is to te his private secretary. 


So far only one secretary of state has been publicly confirmed. He is Luis Fontoura, of 
the Social Democratic Republic Party, who is to be the new secretary of state for social 
communication. However, the ANOP news agency said tonight that Antonio Bras Teixeira, 
sectetary of state of the presidency of Cownci! of Ministers in the outgoing government, 
would be the new secretary of state for culture. Ures Teixeira is an independent. 

Eanes Accepts Nominations 
LDO52230 Lisbon Domestic Service in Portuguese 2200 GMT 5 J na 61 


[Text] The president of the ctepublic tonight conveyed his acceptance of the cabinet list 
presented to him this morning by the prime minister-designate. 


This was confirmed a few minutes ago by Pinto Balesemao, who said: 


[Begin recording] The presidect of the republic has approved all the cabinet nominations 
presented to him, and will be issuing a communique on the matter. Thus, I can now confirm 
that the new government, including possibly the secretaries of state in the office of the 
prime minister, will be eworn in at noon this Friday. [end recording) 
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PRIME MINISTER ANNOUNCES CABINET RESHUFFLE 








LDO52118 London PRESS ASSOCIATION in English 2023 GMT 5 Jan 81 
[Report by PA political staff] 


[Excerpt] London, 5 Jan (PA)--Deferce Secretary Mr Francis :ym is switched to leader of 
the Commons in a government reshuffle announced by Mrs Thatcher tonight. It is the first 
change in responsibilities announced by the prime minister since she came to power 20 
months ago. The change of job for Mr Pym, who spoke out against treasury spending cuts, 
is the main switch among the 18 announced. He formally becomes chancellor of the Duchy 
of Lancaster and paymaster general and will have responsibility for the government's 
information service. He retains his seventh ranking in the cabinet. His job as defence 
secretary is taken over by Trade Secretary Mr John Nott. 


A Downing Street spokesman said the cabinet switches indicated no change in the government's 
economic and industrial policy. Six ministers are dropped from the government's team, 
including leader of the House Mr Norman St John-Stevas, who turned down Mr Thatcher's 

offer of retaining his arts portfolio, and Mr Angus Maude, who was paymaster general 

in charge of government information service, but who receives 2 knighthood. Also dropped 

is former Labour Cabinet Minister Mr Reg Prentice who told the prime minister he thought 

he was suffering from hypertension and wished to resign his job as social security minis- 
ter on the grounds of ill health. 


Chief Financial Secretary to the Treasury Mr John Biffen, one of the main architects of 
the government's economic policy, is promoted to trade secretary in place of Mr Nott. 

Mr Norman Fowler retains his job in charge of transport, but is promoted to a full place 
in the cabinet. Mr Biffen's job at the treasury is taken over by home office minister 
of state, Mr Leon Brittain, one of the government's fastest rising young ministers. 

The size of the cabinet remains unaltered at 22. 
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The full list of new government appointments is: 


Chancellor of the Duchy of Lancaster and 


paymaster general Mr Francis Pym 
Defense secretary Mr John Nott 

Trade secretary Mr John Biffen 
Transport secretary Mr Norman Fowler 
Treasury chief secretary Mr Leon Brittain 
Home office minister of state Mr Patrick Mayhew 
Minister of state for industry Mr Kenneth Baker and 


Mr Norman Tebbit 
Parliamentary under secretary for 


industry Mr John Maccregor 
Civil service minister of state Mr Barney Hayhoe 
Parliamentary under secretaries for 
emp loyment Mr David “addington and 
Mr Peter Morrison 
Defense minister of state Viscount Trenchard 
Parliamentary under secretary for 
defence Mr Philip Goodhart 
Pariiamentary under secretary for 
environment Mr Giles Shaw 
Northern Ireland minister of state Mr Adam Butler 
Northern Ireland parliamentary 
under secretaries Mr Devid Mitchell and 
Mr John Patten 
Social services minister of state Mr Hugh Rossi 
Parliamentary under secretary for 
trade Lord Trefgarne 
Education minister of state with 
responsibility for the arts Mr Paul Channon 


The six ministers who have tendered their resignations are 

Mr Norman St John-Stevas as chancellor of the Duchy of Lancaster and minister for the arts; 
Mr Angus Maude as paymaster-general; 

Mr Reg Prentice as minister for social security; 

Lord Strathcona as defence minister of state; 

Mr James Lester as employment under-secretary; 

Mr Marcus Fox as environment under-secretary. 
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GOVERNMENT SIGNS TRANSPORT AGREEMENT WITH IRAQ 





TAOS1716 Ankara Domestic Service in Turkish 1600 GMT 5 Jan 81 


[Text] A highway transportation agreement between Turkey and Iraq, aimed at encouraging 
transportation of passengers and goods between the two countries, which had been ratified 
hy the Council of Ministers, went into effect today after it was published in the Official 
Gazette. The agreement envisages the right of free passage for transportation on specified 
highways, except in some cases. No taxes or fees will be necessary in most cases for 
direct or transit transportation. No licenses will be necessary for package tours to both 
countries. The agreement is valid for 1 year. The agreement will be extended for an 
extra year if neither party objects. 


NEW REGULATIONS ISSUED FOR WEAPONS PERMITS 





TAO51314 Ankara Domestic Service in Turkish 1000 GMT 5 Jan 81 


[Text] A new direct.ve concerning the guidelines for weapons permits to be issued by 
governors was published in the Official Gazntte and went into effect today. According to 
the directive, a permit for carrying a weapon will be valid for 3 years. 


The directive states that retired officers, noncommissioned officers, specialist gendarme 
sergeants, retired governors, deputy governors, district and subdistrict officials, 
security services personnel, night watchmen, judges, public prosecutors and their 
assistants and National Intelligence Organization members will be able to receive, upon 
request, from governors, a permit to carry arms. Persons who were forced to retire will 
not be eligible for permits. 


Farmers who own land outside settlement areas and employ over 25 persons and contractors 
who are supervising over 25 employees in remote places will also be eligible for weapon 
permits. Owners of large herds of cattle who travel to distant fields throughout the 
year and their shepards will be able to receive permits. 


Petroleum stations located on highways and their workers will be allowed to carry arms 
with a permit. The night watchmen, cashiers, security officials, money couriers and 
transportation officials employed by private banks and factories or organizations which 
employ at least 100 insured workers will also be granted weapon permits. 


The authorized captains of ships sailing on open seas will be allowed to carry weapons. 


According to the diisctive, persons who are eligible for weapons permits following the 
approval of the Interior Ministry are as follows: persons with diplomatic immunity and 
embassy and consulate officials who do not have diplomatic immunity but who have been 
proposed by the Foreign Ministry and approved by the Interior Ministry and foreign 
persons employed at airline companies that conduct scheduled flights to Turkey who have 
been proposed by the Foreign Ministry and approved by the Interior Ministry. 


The new directive stipulates that weapons permits be renewed every 3 years during the 
first month of the fiscal year as long as the permit holders are still eligible for 
carrying weapons. 
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VOTCP DISCUSSES ECONOMIC RELATIONS WITH USSR 





TA061015 (Ciandestine) ‘nice of Turkish Communist Party in Turkish to Europe and Turkey 
0600 GMT 6 Jan 81 


[Station commentary: "New Developments in Turkish-Soviet Relations" ] 


[Excerpt] Dear listeners: The joint Turkish-Soviet economic committee has begun its 
meetings in Moscow. The Turkish side is participating in the meetings with a delegation 
headed by Industry and Technology Minister Kocatopcu. Experts from the state planning 
organization and administrators from the machine and chemical industries are also in- 
cluded in this delegation. 


The joint Turkish-Soviet economic committee is discussing the further development of 
cooperation between the two neighboring countries. New economic, technical and financial 
projects are being discussed. Among the projects are the doubling of the production 
capacity of the Iskenderun iron and steel] works, which were built through the economic, 
technical and financial assistance of the Soviet Union, the construction of new blast 
furnaces, the enlargement of the Aliaga oil refinery, the construction of new special 
quality steel installations in conjunction with the machine and chemical industries and 
the increasing of the production capacity of the Seydisehir aluminum installations. 

The projects for the new thermoelectric power stations to be built in Turkey by the 
Soviet Union are also being taken up during these meetings. 


A significant development is noted in Turkish-Soviet cooperation. During meetings held 
with the Soviet heavy industry delegation, which visited our country in December 1980, 

it was stressed that the two neighboring countries are in favor of developing cooperation 
based on mutual confidence. Another proof of this positive development consists of the 
trade protocol signed between Turkey and the Soviet Union. According to this protocol, 
the volume of trade between the two countries has doubled, reaching $635 million. 


The Turkish-Soviet cooperation constitutes a concrete example of the possibility and 
actual development of relations based on mutual interests and trust between countries 
with different social and political orders. The Soviet Union plays a big role in this. 
Cur neighbor, the Soviet Union, does rot establish its relations in accordance with 
political expendiency. The Soviet Union's relations with countries of different social 
and political systems are based on Lenin's principle of peaceful coexistance. This 
policy is one of helping the peoples of the countries greatly exploited by imperialism 
and assisting in the national development of these countries. 


History has demonstrated that the genuine aid extended to our country by the Soviet 
Union, without any political conditions or vested interest, serves the interests of our 
people and our national interests. The binding conditions set forevery dollar of credit 
extended, on the other hand, by imperialist organizations like the World Bank and the IMF 
have led our country into the present state. Our country has been dragged into crisis 
because Turgut Ozal's 24 January 1980 economic decisions are based on IMF formulas. 


























